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§ 1710.253 Engineering and cost stud-
ies—addition of generation capac-
ity. 

(a) The construction or purchase of 
additional generation capacity and as-
sociated transmission facilities by a 
power supply or distribution borrower, 
including the replacement of existing 
capacity, shall be supported by com-
prehensive project-specific engineering 
and cost studies as specified by RUS. 
The studies shall cover a period from 
the beginning of the project to at least 
10 years after the start of commercial 
operation of the facilities. 

(b) The studies must include com-
prehensive economic present-value 
analyses of the costs and revenues of 
the available self-generation, load 
management, energy conservation, and 
purchased-power options, including as-
sessments of service reliability and fi-
nancing requirements and risks. Re-
quirements for analyzing purchased- 
power options are set forth in § 1710.254. 

(c) Generally, studies of self-genera-
tion, load management, and energy 
conservation options shall include, as 
appropriate, analyses of: 

(1) Capital and operating costs; 
(2) Financing requirements and risks; 
(3) System reliability; 
(4) Alternative unit sizes; 
(5) Alternative types of generation; 
(6) Fuel alternatives; 
(7) System stability; 
(8) Load flows; and 
(9) System dispatching. 
(d) At the request of a borrower, 

RUS, in its sole discretion, may waive 
specific requirements of this section if 
such requirements imposed a substan-
tial burden on the borrower and if such 
waiver will not significantly affect the 
accomplishment of the objectives of 
this subpart. 

§ 1710.254 Alternative sources of 
power. 

(a) General. (1) RUS will make loans 
to finance the construction of genera-
tion facilities by distribution or power 
supply borrowers and transmission fa-
cilities by power supply borrowers only 
under the following conditions if said 
borrowers do not already own and oper-
ate such types of facilities: 

(i) Where no adequate and dependable 
source of power is available to meet 
the consumers’ needs; or 

(ii) Where the rates offered by other 
power sources would result in a higher 
cost of power to the consumers than 
the cost from facilities financed by 
RUS, and the amount of the power cost 
savings that would result from the 
RUS-financed facilities bears a signifi-
cant relationship to the amount of the 
proposed loan. 

(2) If a borrower already owns and op-
erates the types of facilities included 
in a loan request, then a loan for the 
purposes contained in paragraph (a)(1) 
of this section, as well as for the con-
struction of transmission facilities by 
a distribution borrower, will be consid-
ered and evaluated by RUS in terms of 
whether the proposed facilities con-
stitute an effective and economical 
means of meeting the power require-
ments of the consumers. A borrower 
shall contact RUS as soon as prac-
ticable in order for RUS to review in-
formation submitted by the borrower 
and advise the borrower, in writing, 
whether there is a need for the bor-
rower to investigate and seek alter-
native sources of power. RUS will de-
termine, based on information provided 
by the borrower or otherwise available, 
whether there is a need to investigate 
alternative sources of power or wheth-
er RUS will require information or 
other methods of determining the need 
for the generation capacity. RUS will 
base its determination on whether RUS 
is able to conclude that the project is 
needed, the borrower would incur 
delays and costs in pursuing an RFP, 
or that an RFP is not likely to produce 
new alternatives to the project. 

(b) Loan requests for the addition of 
generation capacity, including replace-
ment of existing capacity, will be ac-
cepted by RUS when the applicant has 
completed the requirements estab-
lished by RUS, in a manner satisfac-
tory to RUS. The investigations of al-
ternative sources of power must be co-
ordinated in advance with RUS. This 
section applies to RUS financed gen-
eration capacity whether owned solely 
by the borrower, owned on an undi-
vided ownership basis with other utili-
ties or substantially controlled by the 
borrower. 
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